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Is Montana’
s Recovery at Risk?
Challenges Abound For State Economic Growth
by Patrick M. Barkey

W

hen is econom ic growth in the wake
o f a painful recession not g o o d news?
The answer is: When it is less growth
than people expect. Even though
the Montana econom y has largely
delivered the stronger growth that we predicted in Decem ber
when we prepared our annual forecast, it has not been fast
enough to ease the apprehension shared by many that the
recession is truly over.
This was precisely the backdrop for our summer update
to the Montana econom ic forecast we presented statewide
last winter. Even though unanticipated events like the Arab
spring uprisings and the Japanese earthquake and tsunami
rattled the global economy, we concluded that Montana’
s
growth trajectory still looked reasonably solid. With the
major exceptions o f the state’
s housing and w ood products
industries, we reaffirmed our projection o f improving growth
in 2011 through 2014.
But disappointment over slow growth has given way to
a heightened concern in recent months over a much worse
event —namely, a second recession in the U.S. economy. By
som e measures, the wheels started com ing o ff the national
econom ic recovery in the late summer o f 2011. Job growth
began to stall, the stock market swung sharply downward.
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and the federal governm ent suffered the embarrassment
o f having the AAA rating o f its public debt downgraded
for the first time in history. National forecasting firm
G lobal Insight put the chances o f a second recession at
50 percent in September. And every speech, debate, and vote
in Washington starkly served as a reminder o f what little
consensus exists to deal with the worsening situation.
The softening trajectory o f the national recovery was not
yet fully apparent at the time our update was prepared in July.
As shown in Figure 1, the expectation o f U.S. forecasters
for growth this year was only slightly less optimistic at the
year’
s half-way mark than when the year began, but rapidly
deteriorated in subsequent months. Thus a new Montana
forecast made today might not be quite as optimistic as the
one we presented just a few months ago.
The heightened uncertainty over U.S. econom ic growth
prospects is, in truth, just one o f several challenges that
the Montana econom y will face if our state’
s growth is to
remain on track. These include threats to global economic
expansion, the special challenges o f the housing industry, and
the growing need to address persistently high federal budget
deficits. Before we address those challenges, let’
s summarize
how the state’
s econom ic outlook evolved through the first
half o f the year.
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Revisiting the December
Forecast

How has the BBER forecast o f stronger growth in
Montana’
s economy actually played out thus far in 2011? It
is too soon to give a definitive answer to this question — ■
comprehensive data on the state’
s economy are only through
the first three months o f the year. Yet the best available
information shows that the turnaround in Montana’
s
economic performance that began in the spring o f 2010
continued on a reasonably strong pace through the first nine
months o f 2011.
The turnaround has been more apparent in wage and
salary income than it has been in jobs. Indeed, if we examine
the performance o f Montana’
s payroll employment since
the recession was officially declared in late 2007, as shown
in Figure 2, there has been litde sign o f an economic
recovery. By the spring o f 2009, payroll employment data
from the Quarterly Census on Employment Wages (QCEW)
experienced approximately a 4 percent decline, with no
measurable improvement since.
But a focus limited to job growth misses other clear
signs o f improving economic health. The Q C EW data on
the wages and salaries o f Montana’
s payroll workers show a
markedly improved trajectory since the beginning o f last year.
The increased working hours and higher earnings o f existing
Montana workers have caused total wages to rebound from
the recession’
s low point, and through the first quarter o f
2011 wages registered a 3 percent increase.
There is evidence o f continued recovery in Montana’
s
wage base beyond that point in time from another
information source —withholding collections on Montana’
s
personal income tax. Unlike most other state revenue
components, whose collections can substantially lag
changes in economic activity, withholding changes happen
automatically as wages paid to Montana’
s workforce changes.
And the data clearly support the conclusion that Montana
wage gains continued through the first three quarters o f
2011.
The 12-month total o f withholding collections fell
throughout 2009, reaching a low point in early 2010, as
shown in Figure 3. This matches the period that QCEW
wages fell, as depicted in the previous figure. But since that
point, withholding collections have grown steadily, and as o f
September 2011 they stood at $51 million, or about 8 percent,
higher than their recession low.
Taken together with continued strong prices for most
agricultural and natural resources products important in
our state, we left our expectations o f growth for Montana
largely unchanged, with average growth over the 2011-14
period coming in at about 2.4 percent per year. As a point o f
comparison, statewide growth during the 2001-2007 period
before the recession averaged 3.3 percent per year.

Figure 1
Blue Chip Consensus Forecasts
for 2011 GDP Growth

Source: Blue Chip Economic Indicators.

Figure 2
Payroll Employment and Wage, Montana
Seasonally-Adjusted Index, 2007 Q4 = 100

Source: U.S. Bureau o f Labor Statistics, Quarterly
Census o f Employment and Wages.

Figure 3
Montana Income Tax Withholding,
12-Month Totals

Source: Montana Legislative Fiscal Division.
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Figure 4
Percent Growth, Real Gross Domestic Product
U.S., Actual and Forecast

Sources: U.S. Bureau o f Economic Analysis and IHS Global Insight.

The U.S. Economic Growth Stall

While the U.S. debt downgrade by Standard & Poor
captured m ost o f the press attention, a much more important
event affecting growth expectations that occurred in the
same week captured much less attention. That was the
substantial revision to previously published growth statistics
which showed that the national econom y registered very little
growth in the first half o f 2011. As shown in Figure 4, this
and other news caused forecasters to significantly downgrade
their already m odest expectations for U.S. econom ic growth
for three years 2011-13.
The concern is that slow growth removes the cushion
for the econom y to survive even a m odest setback without
a recession. And as with m ost times in our history, it is easy
to conceive o f any number o f events that would fit this
description, from a Greek default to a war or other disruption
to world trade.
Yet a slowdown in growth, even when accompanied
by a stock market correction, does not by itself add up to
recession. And a closer look at why growth came close to

4
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zero in the U.S. econom y in the first half o f 2011 does not
identify any particular sector o f the econom y in trouble.
Other than the contraction in government spending,
especially in fiscally strapped state and local governments, the
econom y saw an across-the-board softening o f growth on the
part o f businesses, consumers, and exporters.
Although the hesitation in growth this year is more serious
and sustained than what was experienced in the summer
o f 2010, our view is that it is more a symptom o f the weak
econom ic recoveries that follow financial panics than a
sign o f a new setback. The recent news o f slightly stronger
growth in the third quarter in U.S. output helps solidify that
conclusion.

Construction's Malaise

Three years into its real estate slump, Montana’
s housing
markets d o not yet show definitive signs o f improvement.
The symptoms o f the real estate malaise differ in their
severity across the state, but they are depressingly familiar
to all: soft or declining prices for new and existing homes,
increased time on market for homes offered for sale, and
continued low levels o f new hom e construction activity.
Even as the rest o f the state econom y swings to growth,
the data clearly portray 2010 as another year o f adjustment
and correction in Montana’
s housing markets, with 201 l ’
s
performance still unfolding.
Declines in new home construction continued even in
markets like Yellowstone and Cascade counties that have seen
smaller declines in prices. As shown in Figure 6 on page 6,
housing starts have fallen significantly in every county in the
state. Even areas like Sidney and Glendive experiencing
energy-related growth have less construction activity than in
2007.
But the construction declines have been the m ost severe in
the counties that saw the highest construction levels prior to

20 1 1

A Brighter Outlook Ahead For
M ontana’
s Energy Industry?
With the lone exception o f oil and gas well drilling, which peaked in 2006,
employment across energy-related categories in Montana performed much better than
the state’
s overall job total before, during, and after the recession. In particular, pipeline
and engineering services employment job growth has been strong. Moreover, these jobs
pay average wages well in excess o f Montana’
s overall average —often 2 to 3 times as
much.
Montana’
s energy industries are spread across a wide spectrum o f industrial
classifications. Oil and gas production and exploration are included in mining, as is
coal production. Oil refining is classified as manufacturing. Pipelines are considered
transportation. And the geological and engineering support activities are found under
professional services. Finally, electricity generation is found in the utilities category.
The interrelated trends o f higher energy prices and rapid growth in Asian economies
has produced a lot o f activity in eastern Montana, home to much o f Montana’
s known
fossil fuel reserves. New or planned pipeline construction, along with mining starts
and expansions and related developments have not only had an impact on places like
Glendive and Sidney, but also have resulted in more jobs in Billings, home to many
engineering and other support services jobs.
The short-term outlook depends on prices remaining at or near current levels,
especially for oil. As shown in the figure, since the collapse o f energy prices in early
2009, domestic exploration has expanded significantly. I f new domestic supply and new
stability in areas like Libya ease supply pressures, and if slowdowns in major consumer
markets like Europe occur, prices may head downward, possibly taking some steam out
o f Montana’
s short-term energy prospects.

Figure 5
Oil and Gas Drilling Rigs, U.S., 2006-2011

Source: Baker Hughes.
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Figure 6
Percent Change in Residential Housing Starts, 2006-2010
Petroleum,

Source: Bureau o f Business and Econom ic Research, The
University o f Montana.

the housing bust —Flathead and Gallatin counties. Gallatin’
s
decline decelerated slightly in 2010, with 12.1 percent fewer
housing starts than the previous year. Flathead County
suffered the steepest hom e building drop o f any major
market in the state, with just 165 units built in 2010, a 48.1
percent drop from 2009, and an 82.9 percent decline from
construction levels in 2007. Missoula’
s housing starts were
down by 64 percent from their 2007 level.

Can Montana Grow
Without Construction?

Construction, and in particular new hom e construction,
has been high-octane fuel for econom ic growth across
Montana for the past 20 years. It’
s a labor-intensive process
that draws a high proportion o f its materials from the
surrounding area. And its skilled workforce makes go o d
money. So when it’
s hot, it can have a powerful ripple effect
on the entire economy. And when it’
s not —well, just look
around us.
So the question o f when, or whether, Montana will resume
faster growth overall is starting to boil down to when, or
whether, the housing slump will end. That question, in turn,
depends on when housing price declines across the state will
end and a new equilibrium between demand and supply can
be established. Building new homes in an environment where
the prices o f existing homes are falling has little appeal to
either investors or homeowners.
Through the second quarter o f 2011, home prices across
6
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Montana’
s major markets were still falling. The Federal Home
Finance Agency’
s Housing Price Index, as shown in Table 1,
now puts Montana prices at levels that are 9.4 percent below
their pre-recession peak. That’
s better than the 16.6 percent
national decline and the 28.4 percent price drop experienced
in the Mountain States region. Within Montana, declines
were m ost severe in the 53 counties not classified as part o f
a metropolitan area, which are dominated by the hard-hit
Flathead and Gallatin county markets. O f the three metro
areas, Missoula has seen the steepest price declines, nearly
matching the state average at 9.4 percent. Billings and Great
Falls home prices, while still trending down, have suffered
much less.
The trend line in the last column o f the table identifies
the area o f greatest concern. Without exception, prices in all
Montana geographies are still trending downward. Our view
is that price declines will abate by the end o f this year, with
meaningful improvement in new hom e construction put o ff
until the end o f next year. The dismal record o f all forecasts
o f the duration and severity o f the housing price corrections
taking place across the country underscores the risk in
making this forecast.

Government Contraction

The state o f Montana experienced the m ost severe
contraction in its general fund revenues in the 2009 fiscal
year than at any other time in its postwar history. Prudent
fiscal management, a rainy day fund, and injections o f federal
1

Table 1
Performance of FHFA Housing Price Index, 2000Q1 - 2011Q2

stimulus dollars enabled the state to largely escape the huge
deficits, contentious special sessions, and deep cuts enacted
by many other states. But even after a year o f double-digit
growth, revenues remain well below pre-recession levels, and
as in most other states, austerity rules in our state Capitol.
What is less well known is that the federal government
suffered its largest postwar contraction in revenues as a result
o f the recession as well. That fact was papered over the by
the ability o f Congress to continue to appropriate funds in
excess o f revenues, issuing new treasury bonds to cover the
difference. But even before its debt downgrade brought the
issue into sharp focus, the persistence o f federal deficits and
the resulting increase in public debt —projected to exceed 160
percent o f economic output by 2020 —was raising the heat
on efforts to lower the trajectory o f federal spending growth.
The Montana economy has a large stake in how these
efforts play out in the coming years. N ot only is the federal
government the biggest single landowner in the state, but
almost one-third o f the labor income o f basic industries
—those who bring in revenues from outside the state
o f Montana —comes from federal military and civilian
employment. Decisions that disproportionately affect
Montana’
s federal presence —including its military, customs,
and border patrol, and forest and land management facilities
- will be a setback in a sector that has historically been a
contributor o f stability and moderate growth.

A Balanced Assessment

I f there is any positive spin to be put on a discussion o f
challenges to econom ic growth, it is this: There always are,
and always have been, challenges to the economy. To put it
more bluntly, economists are always worried about something.
Certainly it is less daunting to face challenges when growth is
more robust. But a rapid return to more comfortable growth
has never been the historical experience in the wake o f a deep
recession and accompanying financial panic.
For Montana especially, there are risks to our forecast
that work in the opposite direction —namely, that cause our
projections to be too pessimistic. Certainly the dynamism and
activity in Montana’
s energy and natural resource industries
(see sidebar on page 5) stand in stark contrast to the sluggish
performance o f the national economy overall. If global,
economic, and geological circumstances evolve in a way that
is favorable to Montana’
s energy potential, for example, the
picture for the state economy brightens, even in the face o f
the challenges discussed in this article.
In the months before we present our next forecast, a
number o f important political decisions will have been made
by Congress, the Federal Reserve, and even the leaders o f
European governments that will give us a clearer idea o f our
econom ic trajectory in the coming years.Q
Patrick M. Barkey is the director of The University of Montana
Bureau o f Business and Economic Research.
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The Affordable Care Act
M ontana’
s Second Steps
by G regg D avis

Editor’
s note: This article is the second in a series o f articles about key
legislative health care reforms as they roll out under the Affordable Care
A ctpassed in March, 2010. Thefirst appeared in the Summer 2010
issue o f the Montana businessQuarterly.

Why the Bull’
s-Eye on Medicare?
ver the next decade, the Affordable Care
Act transforms the health care landscape
each year as new provisions take effect. This
year, several provisions affect Medicare, and
it's n o w onder given the magnitude o f federal spending
o n the nation’
s health insurance program for Americans

O

age 65 and older. Medicare accounts for 11 percent o f
$10.8 trillion in federal governm ent spending, second
only to Social Security (23 percent) among the three main
federal entitlement programs. The other entitlement program,
Medicaid —including the State Children’
s Health Insurance
Program —accounts for 9 percent o f total federal spending
(U.S. Census Bureau, 2010). Federal payments for 167,000
Medicare beneficiaries living in Montana were more than
$1.2 billion in 2010, the latest year for which data are
available.
All four components o f Medicare are affected this
year. Part A, the Hospital Insurance (HI) program, covers
inpatient, skilled nursing facilities, hom e health, and hospice

Figure 1
Medicare Revenue Sources, 2010

Source: 2009 Annual Report, Boards o f Trustees, Federal
Hospital Insurance and Federal Supplemental Medical
Insurance Trust Funds.

S
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services. Part B, Supplementary Medical Insurance (SMI),
covers physician, outpatient, home health, and preventive
services. Part C, Medicare Advantage (MA), provides a
private alternative to the traditional fee-for-service Medicare
plan. Part D provides outpatient prescription drug benefits
delivered by private plans under contract with Medicare.
This year, the Affordable Care Act has provisions that
transfer more o f the cost directly to Medicare beneficiaries.
Since general revenues finance three-quarters o f all Medicare
Part B and Part D programs (Figure 1), shifting some o f the
burden from taxpayers to Medicare beneficiaries has political
appeal in an environment where there’
s interest in reducing
federal spending.
The challenges facing Medicare are obvious. An aging
population, health care costs that continue to outpace general
inflation, and longer life expectancies will double Medicare
spending in the next decade. A decline in the number o f taxpaying workers per Medicare beneficiary will further strain
the ability o f general revenues to sustain Medicare spending.

Changes in Medicare for 2011

This year Medicare beneficiaries will notice several
changes, including:

• higher deductibles for Medicare Part A and higher
premiums for Part B and Part D coverage for highincome individuals;
• possible reduction in benefits in Medicare Advantage
plans;
• bonus payments to primary care providers and possibly
better access;
• discounts for prescription drugs;
• elimination o f the 20 percent co-pay for the ‘
‘
Welcome
to Medicare”physical examination;
• free annual wellness exams with personalized prevention
plans; and
• no co-pays or deductibles for 45 Medicare-covered
preventive services, including cancer, diabetes,
cholesterol, and obesity screenings.

Medicare Part As Hospital Insurance [HI]
The Part A deductible is the cost a beneficiary must pay
for up to 60 days o f Medicare-covered inpatient hospital care.
This year, the deductible will rise just 3 percent, to $1,132.
Similarly, for skilled nursing facility care, co-insurance has
increased only $4 per day, to $141.50. Since Medicare
Part A is financed through a 2.9 percent payroll tax, 99
percent o f all Medicare beneficiaries do not pay a premium
for hospital insurance as long as they have 40 quarters or
more o f Medicare-covered employment. For all others,
premiums decreased $11 per month. The monthly premium
will be $450 assuming fewer than 30 quarters o f Medicarecovered employment. For those with greater than 30 quarters
but fewer than 40 quarters o f Medicare-covered employment,
the monthly premium is $248 in 2011 (Centers for Medicare
and Medicaid Services, 2010).

Medicare Part B: Supplementary
Medical Insurance [SMI]
Enrollment in Medicare Part B is voluntary, but only
5 percent o f the Medicare-eligible population declines
coverage. This year standard Part B premiums will increase
4.4 percent, or $4.90, over the standard Medicare Part
B premium in 2010. This premium increase was offset
somewhat by new fees imposed on manufacturers and
importers o f brand-name prescription drugs (Kaiser
Foundation, 2010).
Since 2007, beneficiaries whose incomes exceed certain
thresholds pay an “
income-related”monthly adjustment in
addition to the standard premium. But beginning this year,
the threshold income levels are no longer indexed to inflation
but rather held at 2010 levels for the rest o f the decade. As a
result, more Montanans will be subject to the income-related
premium, paying anywhere from 30 percent to 80 percent
o f the average per capita cost ($461.60) for Part B services.
In 2007, nearly 5,000 Montanans paid the income-related
premium. Table 1 summarizes the monthly premium costs
this year for Part B coverage.

Table 1
Medicare Beneficiary Part B Premiums, 2011
individual TaxReturn
Adjusted Gross Income
(AGI)

JointTax ReturnAGI

Monthly Increase

Total Monthly Premium,
(Percent of ProgramCost)

< $85,000

S $170,000

$0.00

$115.40 (25)

> $85,000S $107,000

> $170,000£$214,000

$46.10

$161.50(35)

> $107,000 £$160,000

> $214,000£$320,000

$115.30

$230.70(50)

> $160,000£$214,000

> $320,000£$428,000

$184.50

$299.90 (65)

>$214,000

>$428,000

$253.70

$369.10(80)

Sources: Centers for Medicare and Medicaid Services, li.S. Department of Health and Human Services;
The Universityof Montana Bureau of Business and Economic Research.
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Table 2
Medicare Beneficiary Part D Premiums, Montana, 2011
Total Per Capita Part DCost: $162.47
individual Tax Return
Adjusted Gross Income
(AGI)

JointTax ReturnAGI

Monthly increase

Total Monthly Premium,
(Percent of ProgramCost)

< $85,000

£$170,000

$0.00

$41.43 (25.5)

> $85,000£$107,000

>$170,000 £$214,000

$15.43

$56.86(35)

> $107,000£$160,000

>$214,000 £$320,000

$39.81

$81.24(50)

> $160,000St $214,000

>$320,000 £$428,000

$64.18

$105.61 (65)

>$214,000

>$428,000

$88.55

$129.98(80)

Sources: Centers for Medicare and Medicaid Services, U.S. Department of Health and Human Services; The University of
Montana Bureau of Business and Economic Research.

Medicare Part C: Medicare Advantage
Almost 29,000 Montanans are enrolled in one o f eleven
Medicare Advantage plans. The Affordable Care Act froze
Medicare Advantage payments for 2011 at 2010 levels. Since
Medicare Advantage plans typically offer more benefits than
traditional fee-for-service Medicare plans, benefits m ost likely
will be trimmed.

Medicare Part D: Outpatient
Prescription Drug Benefit
In Montana, approximately 80 percent o f eligible Medicare
Part D beneficiaries have prescription drug coverage o f som e
kind. Similar to Medicare Part B, high-income individuals will
face a new income-related Part D premium beginning this
year. Premiums will rise for individuals with incomes higher
than $85,000 and couples with incomes higher than $170,000.
Part D enrollees will pay different premiums based on the
benefit plans they choose.
Only 3 percent o f Medicare Part D beneficiaries should
pay the income-related premium adjustment in 2011 because
high-income individuals are more likely to have prescription
drug coverage through an employer-sponsored retiree health
plan. But by 2019, almost 9 percent will pay the premium
adjustment as more individuals’incomes creep into the
threshold income levels. Table 2 shows the premiums for
Montana Part D beneficiaries.
Also new this year, Medicare beneficiaries with high
prescription drug costs will get a 50 percent discount on
select brand-name drugs. These discounts follow the $250
rebate checks sent last year to those with high prescription
drug costs.

Primary Care Services
Montana has 51 primary care physicians per 100,000
people, well below the national standard o f 60 —85 primary
care physicians per 100,000 people (Davis, Roberts &White,
2009). This year, Medicare provides a 10 percent bonus to
health practitioners if 60 percent or more o f the services
they provide are for primary care. Access to primary care
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for Medicare patients is critical in light o f other changes
brought about by the health care law, such as free wellness
checks, personalized prevention plans, and no-cost Medicarecovered preventive services, which may increase the demand
for primary care considerably (U.S. Preventive Services
Task Force, 2010). Whether a bonus payment o f 10 percent
is enough to attract medical personnel to primary care is
uncertain, given the more lucrative salaries in other fields o f
medicine.

What’
s Ahead for Medicare?

Our nation’
s health care challenges are certainly not limited
to Medicare, or Medicaid for that matter. But the sheer
magnitude o f these programs makes them a likely target in
a deficit-reducing environment. It’
s certain that Medicare
will change, if for no other reason than it has to. Its current
trajectory is not sustainable. But lost in the attempts is the
key underlying fundamental goal to slow the medical rate o f
inflation to be more in line with econom ic growth. This will
be the ultimate test for a nation facing an aging population
whose health care needs must be met.O
Gregg Daw's is the director o f health care industry research at The
University o f Montana Bureau o f Business and Economic Research.
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Hunger Issues Present Challenges for
Families, Workforce, and Economy
by Thale D illon and Ian M arquand

Hungry in Montana

Food Insecurity: Limited or uncertain

A

n increasing number o f people in Montana
are living on the financial edge, where even a
small change in a family situation can cause
an immediate plunge into poverty. Such
changes range from the loss o f employment or reduced
working hours to illnesses, accidents, or death. With hunger
and income undeniably connected, the recent econom ic
climate has tipped many people over the edge to poverty
through either unemployment or under-employment. Food
insecurity and hunger are not affecting just the unemployed
but the grow ing numbers o f the w orking p o o r as well.
A ccording to the U.S. D epartm ent o f Agriculture, fo o d
insecurity and hunger are a very real risk for anyone living
below 185 percent o f the Federal Poverty Line (equivalent
to an annual income o f $41,350 for a family o f four), thus
affecting more than 40 percent o f Montanans in 2010. Food
banks, food pantries, and soup kitchens, originally intended to
address inadequate access to food on a temporary basis, have
become institutionalized in communities across the state and
the country.
Simply “
getting by”has becom e more and more difficult
for some as the unemployment rate has climbed, along
with gas prices, food prices, and housing costs. Especially
for households with children, “
getting by”requires making
significant sacrifices in terms o f the trade-offs involved to pay
for a family’
s most basic needs. For parents, this also includes
going to great lengths to ensure their children have enough
to eat, including skipping or cutting the size o f their own
meals. Against this backdrop, the importance o f school meals
becomes obvious (Bradford, 2008).

School-Based Meals

With free or reduced-price meals provided to public-school
students throughout the state, Montana’
s children have a source
o f nutritious food, at least while in school. However, lunch five
days a week cannot provide growing children with adequate
nutrition, nor can it keep them from being hungry during
the times o f the day when children are not in school. The
implications for the learning process are undeniable. One first
grade teacher in Washington, D.C., Erica Rose, has concluded
that she has only two effective days to teach each week.
“Mondays and Tuesdays are lost because o f the hunger
from the weekend,”according to Rose. “O n Fridays most
o f the students can’
t concentrate because they are filled with
anxiety and aggravation, knowing the weekend is coming, and
that means not enough food at home.”
Mdnt>

availability o f nutritionally adequate and safe
foods or limited or uncertain ability to acquire
food in socially acceptable ways.

Hunger: The condition where both adults
and children cannot access food consistently
and have to reduce food intake, eat poor diets,
and often go without any food. Hunger is also
defined as the uneasy or painful sensation
caused by a lack o f food.
-

Murphy p.5 and Bradford p.2

Kids’Table Provides Summer Meals to Children
O n an August afternoon in Missoula, children begin to congregate outside the
Burns Street Square community center on the city’
s west side. As the clock inches
toward 2 p.m., a dozen kids sit on the grass or meander along the sidewalk, waiting for
Kelsey Baldwin to arrive and start the day’
s Boys and Girls Club activity. They await
something else, too —an afternoon snack.
Moments after Baldwin arrives, the kids dash inside and cluster around pool and
foosball tables. Almost immediately, the Missoula F ood Bank’
s Erin Foster West
arrives with an armload o f granola bars, wheat crackers, and cheese sticks. Apples
com e in next. Minutes later, Baldwin hands out the afternoon’
s first snack —yogurt
cups and milk —before the group heads to a nearby park.
Thus begins another afternoon for “Kids’
Table.”
West is the Food Bank’
s Program Services Coordinator. A decade ago, the Food
Bank created Kids’
Table as a way to bring summer meals to school-age children,
especially kids who qualified for free or reduced-price breakfasts or lunches at school.
“
We know a lot o f kids are in those programs at their schools,”West said. “
But during
summer, they may not get those meals. At the same time, their families are challenged
during the summer —by things like child care and travel —that make it difficult to
supplement the food budget.”
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* * For young children, food
insecurity can threaten
survival; impair growth and
development; lead to illness,
poor health, and psychosocial
problems; and impair the
full development o f human
potential These consequences
carry significant costs for
individuals, families, society,

Local Schools Host
Summer Lunch Program

and the national economy.5^
- Murphy, p. 5

Most schools offer free or reduced-price lunch, and many
also offer breakfast. However, the latter programs tend to
have lower participation: N ot only are children reluctant to
stand out as “free breakfast kids,”they also have difficulty
getting to school early enough to eat in the cafeteria before
school starts. School breakfasts are usually served too early
for children to make it if they take the bus to school (Food
Nutrition and Action Center, 2010). In schools that serve
breakfast, the majority o f K-8 teachers favor moving the
breakfast to the classroom and serving it to all children, thus
eliminating both the stigma issue and the logistical issue o f
early school arrival (Share Our Strength, 2010).
Meals during evenings, weekends, and school vacations
are a different matter. To address children’
s hunger during
these times, different groups in communities across the
state provide a range o f services, though it is important
to note that these services are local efforts, undertaken by
local organizations, without support from state or federal
government.
After-school programs such as Missoula’
s Flagship
Program provide afternoon snacks for the children in their
care (attendance is free). The BackPack Program, a model
in use across the country and available in a handful o f
locations in the state, provides children with nutritious and
easy-to-prepare food to take home on weekends and school
vacations, when school-based meals and after-school snacks
are not available. Summer vacation may seem like a golden
expanse o f time to many, but to children in food-insecure
households, that expanse o f time also means the absence
o f two guaranteed meals and a snack every weekday, as
well as weekends without a secure source o f food. Many
summer programs for children include lunch, and sometimes
breakfast, in their offerings (such as the YMCA summer day
camps), and some communities have established summer
food distribution sites where children can simply show up
and receive a free, nutritious sack lunch —no questions asked.

At C.M. Russell Elementary School, Leslie
Hiller waits in the main hallway. Long tables with
built-in seats stretch down the hall, while a large
commercial cooler hums in a corner, filled with
sack lunches. Shortly after 11 a.m., two teenage
girls walk in the front door. “Hey, would you like
some lunch?”Hiller asks. Thus begins another
day o f Russell’
s Summer Food Service Program, a
federally-funded meal service administered through
Montana’
s Office o f Public Instruction.
Russell is one o f five Missoula schools that
host Summer Food sites. O n an average day,
Hiller hands out about 100 lunches; on peak days
that number doubles. “I’
ve had a day with 210
this summer,”Hiller said. “
Those big days really
showcase the econom ic necessity o f the program.”
During part o f the summer, Russell also hosts
meals for homeless kids in the W O R D summer
camp. That means Hiller’
s Friday tasks include
offering W ORD campers weekend food backpacks
from Kids’
Table. However, even that can’
t keep
hunger from returning. “
Those kids come in on
Monday and they’
re ravenous,”Hiller said. “
They
just have that flat expression on their faces. Then
they get that meal in them, and their whole attitude
changes.”

Consequences off Hunger

Food insecurity is an integral part in a life cycle fraught
with negative outcomes. While few people would consider
it a beneficial situation to have children g o hungry, there are
also few people who consider the consequences o f such
hunger beyond a growling stomach.
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Bringing Hunger Issues to the
Forefront o f Public Policy
The Montana Office o f Public Instruction and the Montana Department o f Public
Health and Human Services have partnered with the Montana Food Bank Network to
bring the child hunger issue to the forefront o f public policy. In September 2010, these
organizations led a Childhood Hunger Summit that resulted in a 10-step plan to end child
hunger:
1.
2.
3.
4.

Provide a nutrient-rich breakfast for all school children.
Provide nutrient-rich meals for Montana children during out-of-school times.
Expand the reach o f the Summer Food Service Program in Montana.
Support nutrient-rich snack and supper meals in Montana’
s after-school programs
and child care centers.
5. Guarantee that all eligible Montana families have access to public food programs.
6. Increase access for Montana families to healthy, affordable food.
7. Ensure healthy eating for pregnant women and support breastfeeding for new
mothers.
8. Improve adequacy and quality o f food donations to Montana food pantries, banks,
and shelters.
9. O ffer nutrition education to Montana children and families on making smart food
choices and active lifestyles.
10. Improve the econom ic security o f Montana’
s working families.

Food insecurity affects a child as early as during pregnancy
as the health o f an infant is strongly affected by the diet o f
his or her mother during gestation. Lack o f access to enough
nutritious food during pregnancy increases the risk o f babies
being born at low birth weight or even dying in infancy. It
can adversely affect an infant’
s long-term health, growth,
and development trajectories by affecting a developing fetus’
physical systems, increasing the risk o f a baby being born
with cognitive and physical impairments (Murphy, 2008).
For children, growing up without proper nourishment
puts them at an early disadvantage on multiple fronts relative
to their peers, as poor health limits children’
s long-term
cognitive and socio-emotional development. Ultimately, a
child w ho is experiencing food insecurity runs the risk o f
impaired school achievement as a result o f suffering from
hyperactivity, absenteeism, generally poor behavioral and
academic functioning. As such, children who experience food
insecurity are more frequently in need o f special education
services at a higher rate than their non-hungry peers, and are
also more likely to have to repeat a grade. Special education
services cost nearly double the average annual cost o f
educating a child. I f a child also has to repeat grades, the cost
o f his or her education can easily be four times that o f a child
who does not need special education nor repeats a grade.
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When food insecurity inhibits a child’
s functioning in the
form o f hyperactivity and disruptive behavior, the child’
s
entire class can be affected. So not only does food insecurity
increase the cost o f a hungry child’
s education, it can also
be detrimental to the education o f his or her classmates.
In a school setting, hungry children often “feel sick, tired,
cranky, or bored; fight with classmates and get in trouble with
teachers; feel anxious or unable to concentrate; [and] suffer
from poor health, weakened immune systems, and increased
hospitalizations”(Casey Foundation, 2010).
Food insecurity in childhood has far-reaching
consequences, som e o f which serve to perpetuate the
problem o f improper nutrition. A child who experiences
hunger, especially starting at an early age, is disadvantaged
upon entering school and continues to be so throughout
his or her school years, resulting in p o o r grades or even
early school drop-out (Lee, 2008). Teen pregnancy is more
com m on among school dropouts than among those with a
high school diploma. Teen parents, and even parents in their
20s, without a high school education, will have difficulty
finding work that pays wages high enough to provide proper
nutrition for their children. The future health o f the following
generation is comprom ised before it is even born.

2D1 1
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Human capital theory ... is one very useful framework for considering the economic consequences

o f childhood food insecurity. ... The theory envisions the unique capabilities and expertise of
individuals as a stock o f ‘
human capital,’
useful to individuals and firms as an input into
desirable work and activity. A persons human capital stock is a primary determinant o f the kinds
o f employment they can successfully compete for, their consequent earning capacity, and lifetime
earnings.... From conception until death, each person undergoes a continuous process o f human
capital formation and destruction. Early developmental periods ...are critical in determining a
persons potential for human capital formation later in life. Circumstances that impair or interfere
with health, growth, and development during these periods can have lasting negative impacts on
human capital formation throughout life. ' ^
- Murphy, p. 6

Prevention and Solutions

While the obvious solution to food insecurity and child
hunger is to increase household incomes to the point where
everyone has the funds to purchase enough nutritious food,
such a solution is unfortunately too far-fetched to achieve in
our day. However, we d o have several tools at our disposal
that have been proven to improve the nutritional intake o f
children. To ensure proper child development and avoid long
term societal costs, preventive tools becom e critical. Funding
preventive programs such as the Special Supplemental
Nutrition Program for Women, Infants, and Children (WIC)
or the Supplemental Nutrition Assistance Program (SNAP,
commonly known as food stamps) costs substantially less
than paying for the negative consequences later (Lee, 2008).
Primarily federally funded, these programs have proven
themselves to be successful and cost-effective, as they provide
significant returns on investment in the form o f reduced
Medicaid costs and increased local econom ic activity, as
well as future cost savings in the form o f reduced health
expenses for mothers and children. By expanding the reach
and eligibility requirements o f these two programs, the
preventive benefits can reach not only the very poor, but also
the working poor who often find themselves just beyond the
reach o f both SNAP and WIC.
Failing prevention, school-based meals provide a widereaching net that has the potential to catch virtually all
children who lack sufficient nutrition at home. While the
school lunch is firmly established, functional breakfast, snack
and weekend/vacation food programs will have far-reaching
benefits for children in Montana and in the rest o f the
country. Extensive literature exists on how to minimize the
social stigma associated with receiving subsidized meals, and
increased state- or federal-based funding will ensure a more
uniform approach to meals, as well as allow for more meals to
be available to students throughout the day, week, and year.

Feeding hungry children, or keeping them from becoming
hungry in the first place, helps protect the future o f our
children, our workforce, and our economy. □
Thale Dillon is the director o f Montana K IDS CO U N T at The
University o f Montana Bureau of Business and Economic Research.
Ian Marquand is the executive director o f the Montana Board of
Medical Examiners. H e is also a journalist and independent consultant.
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Montana’
s Population Growth
is Mostly in Western Counties
by James T. Sylvester

M

ontana’
s 2010 population o f 989,415
shows an increase o f 9.7 percent since
2000, bringing an addition o f just more
than 87,000 people to the state. M ost
o f the growth occurred in the western part o f the state,
according to the latest Census data. The 2010 Census data
have been released in stages, with the m ost recent release in
June 2011.
Between 2000 and 2010, half o f Montana’
s counties lost
population and half gained population. Although Custer
and Petroleum counties had positive growth, growth was
near zero, with additions o f only three people in Custer
County and one in Petroleum County. Figure 1 shows how
the growth and declines were distributed. Table 1 shows the
Census numbers.
Nearly all the western counties experienced population
growth between 2000 and 2010. The only exceptions were

Powell, Anaconda-Deer Lodge, and Butte-Silver Bow
counties. Park County was an exception on population
growth for the southern counties, although the decline was
only -0.4 percent or 58 people. The eastern counties, with
the exception o f Custer, Fallon, Petroleum, Musselshell and
Richland, declined in population between 2000 and 2010. The
increases in all these counties were less than 1 percent. Fallon,
Musselshell, and Richland County are all experiencing growth
in energy development.
The fastest-growing county in Montana between 2000
and 2010 was Gallatin County (32 percent), followed by
Broadwater County (28 percent) and Flathead County
(22 percent). Gallatin County draws new residents with its
university and outdoor recreation; Broadwater County has
added a dimension as a bedroom community for Helena;
and Flathead County draws people with its amenities and
proximity to Glacier National Park, though the current

Figure 1
Montana Population Change by County, 2000-2010

Source: U.S. Census Bureau.
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economy is not conducive to further growth. The two most
populous Montana counties, Yellowstone and Missoula, grew
about 14 percent. Sheridan County declined the most, almost
18 percent.
The different rates o f population growth resulted in some
changes in how the counties ranked in population. Cascade
County dropped two places to the fifth most populous.
Flathead is now ranked third and Gallatin fourth. Two
counties gained three places in rank: Broadwater County from
37th to 34th and Madison County from 27th to 24th.

Population growth over the next ten years depends on
how Montana’
s economy fares compared to other states. If
Montana’
s economy stays dormant and other nearby states
recover, Montana can expect slow growth. If Montana’
s
economy recovers, the state will grow. Any growth will
probably occur in the same areas that grew last decade. □
James T. Sylvester is an economist with The University of Montana
Bureau of Business and Economic Research.

Table 1
Montana Population Change, 2000-2010,
Ranked by Percent Change
Percent
Rank
Change
2000
2000-2010

County Name

Census
2000

Census
2010

Montana Total

902,195

989,415

9.7%

-

-

87,220

Park

67,831

89,513

32.0%

5

4

21,682

Dawson

4,385

5,612

28.0%

37

34

1,227

Silver Bow

Gallatin
Broadwater

Rank
2010

Numeric
Chango

County Name

Census
2000

Census
2010

Percent
Rank
Chango
2000
2000-2010

Rank
2010

Numeric
Change
-58

15,694

15,636

-0.4%

12

12

9,059

8,966

-1.0%

25

26

-93

34,606

34,200

-1.2%

8

8

-406

74,471

90,928

22.1%

4

3

16,457

Deer Lodge

9,417

9,298

-1.3%

22

22

-119

129,352

147,972

14.4%

1

1

18,620

Rosebud

9,383

9,233

-1.6%

23

24

-150

Missoula

95,802

109,299

14.1%

2

2

13,497

Prairie

1,199

1,179

-1.7%

52

51

-20

Lewis and Clark

55,716

63,395

13.8%

6

6

7,679

Roosevelt

10,620

10,425

-1.8%

17

19

-195

Jefferson

10,049

11,406

13.5%

19

18

1,357

Meagher

1,932

1,891

-2.1%

48

46

-41

Madison

6,851

7,691

12.3%

30

27

840

Powell

7,180

7,027

-2.1%

28

29

-153

Sanders

10,227

11,413

11.6%

18

17

1,186

Fergus

11,893

11,586

-2.6%

15

16

-307

5,970

5,813

-2.6%

33

33

-157

Flathead
Yellowstone

Ravalli

36,070

40,212

11.5%

7

7

4,142

Chouteau

Stillwater

8,195

9,117

11.3%

26

25

922

Hill

16,673

16,096

-3.5%

11

11

-577

Granite

2,830

3,079

8.8%

42

41

249

Valley

7,675

7,369

-4.0%

27

28

-306

3,884

4,223

8.7%

39

38

339

Wheatland

2,259

2,168

-4.0%

44

44

-91

26,507

28,746

8.4%

9

9

2,239

Pondera

6,424

6,153

-4.2%

32

31

-271

Mineral
Lake
Liberty

2,158

2,339

8.4%

45

43

181

Wibaux

1,068

1,017

-4.8%

53

53

-51

Carbon

9,552

10,078

5.5%

21

20

526

Garfield

1,279

1,206

-5.7%

51

50

-73

Lincoln

18,837

19,687

4.5%

10

10

850

Teton

6,445

6,073

-5.8%

31

32

-372

Fallon

2,837

2,890

1.9%

41

42

53

Powder River

1,858

1,743

-6.2%

49

48

-115

Big Horn

12,671

12,865

1.5%

14

14

194

Blaine

7,009

6,491

-7.4%

29

30

-518

Cascade

80,357

81,327

1.2%

3

5

970

3,609

3,651

1.2%

40

39

42

13,247

13,399

1.1%

13

13

Toole

5,267

5,324

1.1%

34

Musselshell

4,497

4,538

0.9%

36

Sweet Grass
Glacier

Richland
Beaverhead
Petroleum
Custer

9,667

9,746

0.8%

20

Phillips

4,601

4,253

-7.6%

35

37

-348

Judith Basin

2,329

2,072

-11.0%

43

45

-257

152

McCone

1,977

1,734

-12.3%

47

49

-243

35

57

Daniels

2,017

1,751

-13.2%

46

47

-266

36

41

Carter

1,360

1,160

-14.7%

50

52

-200

1,042

884

-15.2%

54

54

-158

55

-143

40

-721

21

79

Golden Valley

9,202

9,246

0.5%

24

23

44

Treasure

861

718

-16.6%

55

493

494

0.2%

56

56

1

Sheridan

4,105

3,384

-17.6%

38

11,696

11,699

0.0%

16

15

3

Source: U.S. Census Bureau.

Mon ta n a

bu sin ess

Q

u a r t e r l y /Au t u m n

20 1 1

17

UM Bureau o f Business
and E con om ic Research
Wins Publications Awards
The University o f Montana Bureau o f Business and
E conom ic Research has earned three national Awards
o f Excellence in Publications for the Montana Business
Quarterly, the Montana Kids Count Data Book, and the
Montana Manufacturers Survey.
The awards were presented by the Association for
University Business and E conom ic Research, which recently
held a conference in Indianapolis. AUBER is the professional
association o f business and econom ic research organizations
at public and private universities and consists o f 100 leading
university-based econom ic research centers.
Published by BBER, the Montana Business Quarterly is
distributed to nearly 2,500 subscribers and includes articles
on Montana’
s business and econom ic climate. The Montana
Kids Count Data B ook is an annual publication o f the
Montana Kids Count program and is designed for those
interested in the status and well-being o f Montana’
s children
and vulnerable families. The Montana Manufacturers Survey
informs the public about the status o f manufacturing in
Montana and is used as an informational tool for businesses
throughout the state.
“
W e’
re proud o f the quality and effectiveness o f our
publications,”said BBER Director Patrick Barkey. “It is
especially satisfying to see our work recognized on a national
stage.”
The Montana Business Quarterly staff includes Shannon
Furniss, editor; Christina Henderson, marketing director;
and Nate Hegyi, publications assistant. Gwen Landquist was
responsible for cover design. The Kids Count Data book
was produced by Thale Dillon, Kids Count director, Furniss,
and Hegyi. The Montana Manufacturers Survey was the
responsibility o f Charles E. Keegan III, Todd A. Morgan,
John Baldride, Furniss, and Hegyi.
IB
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Presented by The University of Montana
Bureau of Business and Economic Research

Registration
Complete form, detach, and mail with payment to:
Bureau o f Business and Economic Research
Gallagher Business Building, Suite 231
The University o f Montana
Missoula, MT 59812-6840
You may also register online at www.bber.umt.edu

MONTANA’
S NEW
ENERGY FRONTIER
What are the Prospects?

Locations

Program
Ranchers in Sidney, Montana, are receiving $1 million royalty checks.
Homeowners are renting unheated garages to oil workers for $600 a
month. And new technology has open ed up 4 billion barrels o f oil in the
Bakken, arguably the largest inland oil find in the U.S. in the past 50 years.
Is Montana's eastern energy boom here to stay? What d oe s it mean for

□ Helena
January 24,2012 (Tuesday)
Best Western Great Northern

□ Butte
February 2,2012 (Thursday)
Express Ventures Inn/La Quinta

□ Great Falls
January 25,2012 (Wednesday)
Hilton Garden Inn

□ Kalispell
February 10, 2012 (Friday)
Hilton Garden Inn

□ Missoula
January 27, 2012 (Friday)
Hilton Garden Inn

statewide employment? Tax revenues? The environment? Are w e next in
line for North Dakota's payday?

□ Billings
January 31, 2012 (Tuesday)
Crowne Plaza

Hear from Tom Richmond, administrator and petroleum engineer for the
Montana Board o f Oil and Gas, as he discusses developm ents on Montana's
new energy frontier and our prospects for future growth at the 37th Annual

□ Lewistown
March 13, 2012 (Tuesday)
Central Montana Education Center
□ Havre
March 14, 2012 (Wednesday)
MSU N. Hensler Auditorium

□ Bozeman
February 1,2012 (Wednesday)
Best Western GranTree

Economic Outlook Seminar.
This half-day seminar and luncheon will highlight the latest econom ic

N a m e-----------------------

trends for local, state, and national economies. Bureau econom ists
Patrick Barkey and Paul Polzin will present econom ic forecasts for each

E-mail-----------------------

seminar city, and industry experts will provide the outlook for Montana's

Organization ----------------

important sectors: nonresident travel, health care, agriculture, real estate,

ArlHrp^s

manufacturing, and forest products. Longtime Montana journalist

City________________________________ State

Ian Marquand will moderate a luncheon panel o f community leaders and

Phone_____________________________ Zip _

industry experts on local econom ic issues.

Payment

Continuing education credits are available. Groups o f five or m ore may
register at a discount online at www.bber.umt.edu.

□ Check enclosed
(Payable to: Bureau o f Business and Economic Research)

Don't miss out on the latest econom ic news. Sign up now for the Bureau's

□ Credit Card (Visa, MasterCard)

2012 Montana Economic Outlook Seminar and guarantee your spot.

Card no. ____________________________________________

Schedule

Expiration___________________________

7:45 - 8:00

Coffee and Registration

8:00 - 8:05

Introductions, Ian Marquand

8:05 - 8:45

National and State Outlook, Patrick Barkey

9:15 - 9:30

Local Outlook, Paul Polzin

9:30 - 9:40

Signature ___________________________________________

Fees

Keynote, Tom Richmond

8:45 - 9:15

CVC C o d e__

□ $80 registration includes seminar lunch and a one-year
subscription to the Montana Business Quarterly
*Group discount registration available online at www.bber.umt.edu

Coffee Break

□ $30 processing fee fo r each continuing education category:

9:40 -10:00

Nonresident Travel, Norma Nickerson

10:00 -10:20

Health Care, Gregg Davis

10:20-10:40

Agriculture, George Haynes

2*

10:40-10:50

Coffee Break

Jjj

10:50 -11:10

Real Estate, Scott Rickard

q

11:10 -11:30

Manufacturing and Forest Products, Todd Morgan

<

11:30 -11:50

Local Chamber o f Commerce Report

^

11:50 - Noon

Break

Noon -12:50
(lunch provided)

Luncheon Program

12:50

Closing Remarks

I—

□
□
□
□
□
□
□
□
□

Montana Society o f CPAs, 4 credits
Montana Board o f Real Estate Appraisers, 5 credits
Institute o f Certified Management Accounts, 4 credits
Society o f American Foresters, .5
Category 1 & 3.5 Category 2 credits*
Montana Insurance Continuing Education Program, 2 credits*
HR Certification Instititute for PHR, SPHR and GPHR,
4.5 Strategic credits*
Montana Board o f Realty Regulation, 4 Credits
Montana Teacher Professional Renewal Units, 5 credits*
Montana Board o f Social W ork Examiners and Professional
Counselors, 2 credits*

*Awaiting confirmation
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Green down

to ou r roots.
We're all for leading by example. In general, credit unions are deeply committed
to serving the interests o f their community, membership and the planet.
For us, this translates to sustainable buildings, green draft accounts,
volunteering in our community and
financial support for everything from
capital campaigns to recycling programs.
Learn more about credit unions and
Missoula Federal Credit Union at
www.happy2cu.org.

M issou la Federal
(C red it U n io n

Adore than y o u expect
523-3300 / www.missoulafcu.org
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